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Securities and Exchange Commission § 210.4–04

RULES OF GENERAL APPLICATION

SOURCE: Sections 210.4–01 to 210.4–10 appear 
at 45 FR 63669, Sept. 25, 1980, unless other-
wise noted.

§ 210.4–01 Form, order, and termi-
nology. 

(a) Financial statements should be 
filed in such form and order, and 
should use such generally accepted ter-
minology, as will best indicate their 
significance and character in the light 
of the provisions applicable thereto. 
The information required with respect 
to any statement shall be furnished as 
a minimum requirement to which shall 
be added such further material infor-
mation as is necessary to make the re-
quired statements, in the light of the 
circumstances under which they are 
made, not misleading. 

(1) Financial statements filed with 
the Commission which are not prepared 
in accordance with generally accepted 
accounting principles will be presumed 
to be misleading or inaccurate, despite 
footnote or other disclosures, unless 
the Commission has otherwise pro-
vided. This article and other articles of 
Regulation S–X provide clarification of 
certain disclosures which must be in-
cluded in any event, in financial state-
ments filed with the Commission. 

(2) In all filings of foreign private 
issuers (see § 230.405 of this chapter), ex-
cept as stated otherwise in the applica-
ble form, the financial statements may 
be prepared according to a comprehen-
sive body of accounting principles 
other than those generally accepted in 
the United States if a reconciliation to 
United States generally accepted ac-
counting principles and the provisions 
of Regulation S–X of the type specified 
in Item 18 of Form 20–F (§ 249.220f of 
this chapter) is also filed as part of the 
financial statements. Alternatively, 
the financial statements may be pre-
pared according to United States gen-
erally accepted accounting principles. 

(b) All money amounts required to be 
shown in financial statements may be 
expressed in whole dollars or multiples 
thereof, as appropriate: Provided, That, 
when stated in other than whole dol-
lars, an indication to that effect is in-
serted immediately beneath the cap-
tion of the statement or schedule, at 

the top of the money columns, or at an 
appropriate point in narrative mate-
rial. 

(c) Negative amounts (red figures) 
shall be shown in a manner which 
clearly distinguishes the negative at-
tribute. When determining methods of 
display, consideration should be given 
to the limitations of reproduction and 
microfilming processes. 

(Secs. 6, 7, 8, 10, 19(a), 48 Stat. 78, 79, 81, 85; 
secs. 205, 209, 48 Stat. 906, 908; sec. 301, 54 
Stat. 857; sec. 8, 68 Stat. 685; sec. 1, 79 Stat. 
1051; sec. 308(a)(2), 90 Stat. 57; secs. 12, 13, 
15(d), 23(a), 48 Stat. 892, 894, 895, 901; secs. 1, 
3, 8, 49 Stat. 1375, 1377, 1379; sec. 203(a), 49 
Stat. 704; sec. 202, 68 Stat. 686; secs. 3, 4, 6, 78 
Stat. 565–568, 569, 570–574; secs. 1, 2, 82 Stat. 
454; sec. 28(c), 84 Stat. 1435; secs. 1, 2, 84 Stat. 
1497; sec. 105(b), 88 Stat. 1503; secs. 8, 9, 10, 18, 
89 Stat. 117, 118, 119, 155; sec. 308(b), 90 Stat. 
57; secs. 202, 203, 204, 91 Stat. 1494, 1498, 1499, 
1500; secs. 8 30, 31(c), 38(a), 54 Stat. 803, 836, 
838, 841; 74 Stat. 201; 84 Stat. 1415; 15 U.S.C. 
77f, 77g, 77h, 77j, 77s(a), 78l, 78m, 78o(d), 
78w(a), 80a–8, 80a–29, 80a–30(c), 80a–37(a)) 

[45 FR 63669, Sept. 25, 1980, as amended at 47 
FR 54767, Dec. 6, 1982]

§ 210.4–02 Items not material. 
If the amount which would otherwise 

be required to be shown with respect to 
any item is not material, it need not be 
separately set forth. The combination 
of insignificant amounts is permitted.

§ 210.4–03 Inapplicable captions and 
omission of unrequired or inappli-
cable financial statements. 

(a) No caption should be shown in 
any financial statement as to which 
the items and conditions are not 
present. 

(b) Financial statements not required 
or inapplicable because the required 
matter is not present need not be filed. 

(c) The reasons for the omission of 
any required financial statements shall 
be indicated.

§ 210.4–04 Omission of substantially 
identical notes. 

If a note covering substantially the 
same subject matter is required with 
respect to two or more financial state-
ments relating to the same or affili-
ated persons, for which separate sets of 
notes are presented, the required infor-
mation may be shown in a note to only 
one of such statements: Provided, That 
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a clear and specific reference thereto is 
made in each of the other statements 
with respect to which the note is re-
quired.

§ § 210.4–05—210.04–06 [Reserved]

§ 210.4–07 Discount on shares. 
Discount on shares, or any 

unamortized balance thereof, shall be 
shown separately as a deduction from 
the applicable account(s) as cir-
cumstances require.

§ 210.4–08 General notes to financial 
statements. 

If applicable to the person for which 
the financial statements are filed, the 
following shall be set forth on the face 
of the appropriate statement or in ap-
propriately captioned notes. The infor-
mation shall be provided for each 
statement required to be filed, except 
that the information required by para-
graphs (b), (c), (d), (e) and (f) shall be 
provided as of the most recent audited 
balance sheet being filed and for para-
graph (j) as specified therein. When 
specific statements are presented sepa-
rately, the pertinent notes shall ac-
company such statements unless cross-
referencing is appropriate. 

(a) Principles of consolidation or com-
bination. With regard to consolidated or 
combined financial statements, refer to 
§§ 210.3A–01 to 3A–08 for requirements 
for supplemental information in notes 
to the financial statements. 

(b) Assets subject to lien. Assets mort-
gaged, pledged, or otherwise subject to 
lien, and the approximate amounts 
thereof, shall be designated and the ob-
ligations collateralized briefly identi-
fied. 

(c) Defaults. The facts and amounts 
concerning any default in principal, in-
terest, sinking fund, or redemption 
provisions with respect to any issue of 
securities or credit agreements, or any 
breach of covenant of a related inden-
ture or agreement, which default or 
breach existed at the date of the most 
recent balance sheet being filed and 
which has not been subsequently cured, 
shall be stated in the notes to the fi-
nancial statements. If a default or 
breach exists but acceleration of the 
obligation has been waived for a stated 
period of time beyond the date of the 

most recent balance sheet being filed, 
state the amount of the obligation and 
the period of the waiver. 

(d) Preferred shares. (1) Aggregate 
preferences on involuntary liquidation, 
if other than par or stated value, shall 
be shown parenthetically in the equity 
section of the balance sheet. 

(2) Disclosure shall be made of any 
restriction upon retained earnings that 
arises from the fact that upon involun-
tary liquidation the aggregate pref-
erences of the preferred shares exceeds 
the par or stated value of such shares. 

(e) Restrictions which limit the payment 
of dividends by the registrant. (1) De-
scribe the most significant restric-
tions, other than as reported under 
paragraph (d) of this section, on the 
payment of dividends by the registrant, 
indicating their sources, their perti-
nent provisions, and the amount of re-
tained earnings or net income re-
stricted or free of restrictions. 

(2) Disclose the amount of consoli-
dated retained earnings which rep-
resents undistributed earnings of 50 
percent or less owned persons ac-
counted for by the equity method. 

(3) The disclosures in paragraphs 
(e)(3) (i) and (ii) in this section shall be 
provided when the restricted net assets 
of consolidated and unconsolidated 
subsidiaries and the parent’s equity in 
the undistributed earnings of 50 per-
cent or less owned persons accounted 
for by the equity method together ex-
ceed 25 percent of consolidated net as-
sets as of the end of the most recently 
completed fiscal year. For purposes of 
this test, restricted net assets of sub-
sidiaries shall mean that amount of the 
registrant’s proportionate share of net 
assets (after intercompany elimi-
nations) reflected in the balance sheets 
of its consolidated and unconsolidated 
subsidiaries as of the end of the most 
recent fiscal year which may not be 
transferred to the parent company in 
the form of loans, advances or cash 
dividends by the subsidiaries without 
the consent of a third party (i.e., lend-
er, regulatory agency, foreign govern-
ment, etc.). Not all limitations on 
transferability of assets are considered 
to be restrictions for purposes of this 
test, which considers only specific 
third party restrictions on the ability 
of subsidiaries to transfer funds outside 
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